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As an important way to generate revenue for the local governments in China, the 
land finance is widely discussed for its function and the negative effect in recent years. 
Actually, the land finance has made a great contribution to the development of 
urbanization and modernization. However, without keeping it under tight control, land 
finance also has a detrimental influence upon the sustainability of our economy and 
social development. As a complicated social and economic phenomenon in the period 
of social transition, the land finance is worth deep thinking and study. 
Starting from the current reality of China, the paper analyzes the development of 
land finance, and makes an analysis on land finance、urbanization and industrial 
structure. The study shows that the land finance promotes public infrastructure 
investment and land urbanization, but rising the real estate prices at the same time. 
What’s more, the high price of land also increases the cost of industrial enterprises. 
For example, the companies have to pay more for workers for the rising cost of living, 
resulting in deindustrialization process at the same time. And the empirical analysis 
shows the land finance can accelerate the urbanization, but the function is limited. 
Because it promotes the land urbanized indeed. And there is a negative relationship 
between the land price and industrial proportion, which demonstrates the negative 
effect of land finance on industrial structure. As we are still in the primary stage of 
socialism, deindustrialization does not accords with the situation of China；But, on the 
other hand, the land finance promotes the urbanization to some degree, which 
provides labor for the development of industry.  
Therefore, we have to get a clear and comprehensive perspective of land finance 
and carry out the transformation of fiscal system and land management system, which 
may help the economic and social sustainable development of China. 
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